The study investigates the behavior of non-financial firms towards the use of trade credit where they have borrowing constraints in a developing economy. In spite of tremendous change in how businesses raise financing, many businesses still use trade credit as an alternative source of financing. The study is helpful in decision making for business schemes to occupy the risk factor in profit generation through the use of trade credit. Due to lack of funding's for the businesses there is increase in risk the borrower become unable to run the business and therefore want to get finance or goods from any external source that fulfills the objective of the business as the suppliers. Banks require the collateral against the loan offered, as the risky customer has unable to provide any security to be pledged, trade credit serves the best means of short term loan for the customer. The buyer already in risky position tries to find out the short term means that are convenient and less time consuming for the businesses. Panel data has been used for working. The data on which the working is applied consisted of fifteen years i.e: from 2001-2015. The methodology used in the working is the Generalized Method of Moments (GMM). GMM is helpful for the problem raised because of the correlation amount the independent variables and the error term known as endogeneity problem as well as the heterogeneity of firms. J-statistics indicates that the instruments applied in the model are significant.
Introduction
Trade credit is a form of contract in which the supplier issues goods on credit to the buyer on some terms and conditions, to pay at some later time. Trade credit is issued for some specific time period; however these agreements can be extended by mutual contract of both the parties. Berger and Udell (1995) stated about small and medium size firms encounter many constraints in getting the external source of financing. The owners of the small companies have always been well informed about the company as compared to outsiders, such as banks. The importance and utility of trade credit is different from country to country. Well known is the one like industrial non-financial sector of the Pakistan. In early 1990s, for all American firms, the trade credit was a significant part of balance sheet. The countries like France, Germany and Italy have represented trade credit for a quarter of corporate assets of balance sheet.
Trade credit is also important where firms get limited help from banking sectors like that of many emerging economies like China (Ge & Qiu, 2007) . In most developing countries where most of the firms are owned by the state, bank loan availability is not an easy task. There is difficulty to issue the loan from the non-state owned companies as compared to that of state owned firms. As per survey of the World Bank 2000 the developing country i.e. China in late 1990's has granted bank loan, total of less than one percent to non-state owned firms. State owned firms can easily get loan from bank but however the growth rate has been much higher for that of the non-state owned firms. Trade credit transactions in developing economies are different from corporate debts as: Firstly, the supplier mostly deals in "kind of product" not in cash transactions. Secondly, As compared to financial bonds or loan, trade credit has not specifically a formal contract between seller and buyer. Thirdly, the non-financial firms of Pakistan mostly deal in trade credit.
Risk can be analyzed by the absence of finances to perform the daily functions of the businesses. Potential losses in the investment make the business more risky. The borrower has to face the risk in business and in search of the loan; the risky customer approaches the financial sector to fulfill financial requirements. The financial sector has to get the collateral against the bank loan. The risky customer, being unable to provide anything as collateral to financial sectors, approaches to the supplier who is already in the same business. Trade credit, being a contract between buyer and supplier hedge the buyer from facing additional loses. There is risk when a given product cannot be sold timely in the market or when there is the situation where the buyer is unable to have the product back. The potential loss in an investment makes the business more risky. Therefore, the borrowing capacity of the borrower is reduced and borrower has to face liquidity conditions at times. Trade credit gives an edge to the risky customers by providing credit or goods on credit. Beck, Demirgüç-Kunt, and Maksimovic (2008) , Ge and Qiu (2007) , in case of underdeveloped countries discussed trade credit serves as a source of financing by providing the services more conveniently and better than those of financial sectors. Trade credit is a contract between buyer and seller for the exchange of the goods at future payment terms and conditions. Petersen and Rajan (1997) buyer and seller and simplify the cash management. Niskanen and Niskanen (2006) and Petersen and Rajan (1997) investigated the impact and use of trade credit in different countries. They found that trade credit efficiently and effectively facilitate the interest of both buyer and supplier. Since the maximization of profit is prioritized for both buyer and seller. The supplier can impose command on buyer to pay on time to retain his money with profit.
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Theoretical Background

Transaction Cost Theory
As per (Ferris, 1981) , Trade credit serves the best means of the quality of goods delivered to the buyers. All those firms face certainty when they deliver the goods by the way of trade credit. There will be cash inflow or cash outflow, allowed the buyer to keep the track of cash flow transactions, when it is needed to eliminate the need for liquidation of assets or when it is required to avail the facility of overdraft. Trade credit has an efficient way for cash required firms so that they minimize liquidity costs for gaining excess cash borrowing or for insolvency. Survey of Small Business Finances (SSBF) provide many empirical evidences on the validity of the trade credit theories on sample of US firms on Federal Reserve Bank.
Price Discrimination
Only the seller is responsible for the settlement of the price according to quality of the product. Therefore, the trade credit act as the product quality in the form of warrantee; according to (Lee & Stowe, 1993) and (Long, Malitz, & Ravid, 1993) . The supplier has the potential to give discount to the buyers who pay early and also to those who pay at some later time. If the goods are of buyer specific nature, goods have low collateral value but they have tightened the relationship between buyer and seller. Daripa and Nilsen (2005) stated that trade credit agreements act as a way to increase the sales as well. According to (Long et al., 1993) , buyers can check the quality of the goods delivered and can increase the sales before final payment is made to the supplier.
In 
Hypothesis
According to (Lang & Stulz, 1992) , increase in the level of leverage leads to increase in credit transactions of the company. Debt increases the likelihood for financial distress Shah F. et. al and debt also provides tax benefit. According to (Memon, Bhutto, & Abbas, 2012) , those managers who do not control the risk factor, ultimately result in higher expected costs of financial distress as well as bankruptcy or liquidation. Increase in risk leads to decrease in firm's performance, thus ultimately, firm's performance demands some source of financing which leads to increase in trade credit. According to (Saarani & Shahadan, 2013) suggested that liquidity also raised the credit transactions. Hence postulate the hypothesis regarding risk faced by the firms with respect to trade credit supply and demand as follows:
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H1a: There is positive and significant relationship between risk and trade credit supply. H1b: There is positive and significant relationship between risk and trade credit demand. 
Literature Gap
The research has the gap in which the risk analysis on trade credit is not discussed. The analysis still is not unfolded in case of the increase in risk and its effects on trade credit supply and demand. regressor. This is termed as exogenous variable. Endogeneity was the problem in which the explanatory variables correlate with the error term. As per (Anuar & Chin, 2016) , if lagged dependent variables become an explanatory variable, as well as the problem of endogeneity occur or explanatory variables do not remain strictly exogenous. Lag value represents the previous value of the lagged variable as in the study trade credit demand and supply. Since, there exists more than one cross section so these give advantage to control the unobserved heterogeneity among variables. According to the correlation table it has observed that there does not exist high correlation among variables. Generalized Method of Moments (GMM) became very popular tool among empirical researchers. (Hansen, 1982 ) formalized the GMM estimation and then this method was mostly applied in the fields of finance and economics. For estimating panel data models, the method termed as Generalized Method of Moments (GMM) became a popular method. According to (Ahmed, Xiaofeng, & Mujtaba, 2015) , Panel data was proposed of trade credit to elude the problems of endogeneity and heterogeneity. It was found that the misspecifications related to estimated model, Sargan-Hansen J-Statistic was used to check the non-existence of correlation among error terms and instruments. Jstatistics indicate that the instruments used in the estimation are valid or not.
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General dynamic panel GMM model is as follows
As the dependent variable depends on the previous value or the lag value of the dependent variable, also there arose the problem of endogeneity among explanatory variables and error term.
As the firms used in the study are heterogeneous, as each and every firm was different from the other firm which included the textile industry, sugar industry, cement industry, and chemical industry as well as other non-financial firms have included so because of the heterogeneity of the firms, fixed effect model has been applied. As in our case specifically the model for trade credit can be written as follows Shah F. et. al Table 5 and 6 show the effects of risk on trade credit supply and demand. Most of the results are in line with the previous findings of different studies on trade credit. However the impact of risk was recently discussed. Table 5 contains the information regarding the relationship between risk and trade credit supply. It is proved that the hypothesis regarding increase in risk experienced by borrower of bank and use of trade credit supply. Positive and significant value of leverage indicates there is more risk occurrence to the borrower firms and ultimately increases the trade credit supply. The value of T-statistics is 2 which indicate that the variable used is significant. P-value is 0.05 so we reject the null hypothesis. Regarding Short term bank loan, the results show the negative significant relationship between the short term bank loan and trade credit supply. Hence it proved our second hypothesis regarding the short term bank loan which is discussed by (Ahmed, Xiaofeng, Virk, & Abdullah, 2015) , the relationship between the short terms bank loan and trade credit demand has been negative significant.
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Results & Discussions
As we have stated that the value of T-statistics is above 2 which indicate that short term bank loan used is significant to trade credit supply. P-value is below 0.05, so we go to our alternative hypothesis. Sales turnover has shown that the product quality is according to as per required by the customers of the businesses. Explained by (Ahmed, Xiaofeng, & Khalid, 2014) , turn is an indicator for determining the quality of the product being offered on credit transactions as per by (Sola, Teruel, & Solano, 2010) . Shah F. et. al As per the results of T-statistics indicating that sales turnover used is significant. Also P-value is below 0.05 so we reject the null hypothesis. Fairfield and Yohn (2001) , the change in asset turnover forecast the future profitability of the company. Hence prove hypothesis regarding asset turnover and trade credit supply. The value of T-statistics is above 2 indicating the significance of asset turnover. P-value is below 0.05 so we reject the null hypothesis and go to our alternative hypothesis. Due to increase in size of the companies, they can move towards trade credit.
However the t-statistics and Prob. not significant so accept the null hypothesis in case of size and trade credit supply. For GDP negative significant relation indicate that companies in Pakistan have less interest in trade credit especially the case of nonfinancial firms when the economic conditions are stabilized in the country. According to (Niskanen & Niskanen, 2006) in case when the economy has facing the deteriorating GDP, the contracts or the agreements of trade credit rise. As it has stated that T-statistics is above 2 indicating that GDP used is significant to the dependent variable. P-value is below 0.05 so we reject the null hypothesis.
The value of R-square has found 70 percent indicates that the 70 percent of the variation in trade credit supply has been explained by the explanatory variables. Prob. J-statistics is below 0.05 indicating that the explanatory variables used in model have influence on trade credit supply.
According to the Table 6 , Trade Credit Demand (TCD) has positively significantly related to the risk of borrower which proves our hypothesis of there has relationship between risk and demand for trade credit. As the risk increased the customer moves towards other sources of financing including trade credit which fulfilled the objective of the study.
As discussed by (Lang & Stulz, 1992 ) the increase in level of risk leads to increase the credit transaction of the company. The increase in risk tends to move the customer towards other sources of financing like trade credit. Hence prove our hypothesis of their relationship between risk and demand for trade credit. As we have stated that T-statistics is above 2 indicating that risk used is significant to the dependent variable trade credit demand. P-value is below 0.05 so we reject the null hypothesis and accept the alternative hypothesis. The positive significant relationship between the fixed assets and demand for trade credit showed that increase in demands for trade credit leads to increase in fixed assets. According to (Niskanen & Niskanen, 2006 ) & (Ahmed, Xiaofeng, & Mujtaba, 2015) the theory of product quality is in the favor of the results of fixed assets. As per the results of T-statistics indicates that variable fixed assets used is significant. P-value is below 0.05 so we accept the alternative hypothesis. According to (Fairfield & Yohn, 2001 ) the change in asset turnover forecast the future profitability of the company. Hence proves our hypothesis of there is relationship between assets turnover and demand for trade credit. The results of T-statistics indicates that variable asset turnover used is significant. P-value is below 0.05 so we reject the null hypothesis and accept the alternative hypothesis. Negative and significant results of short term bank loan indicated that firms in Pakistan especially non-financial firms have less interest in short term bank loan as compared to trade credit. According to (Ahmed & Khalid, 2016) the relationship between the short terms bank loan and trade credit demand has been negative significant. Hence relates to the hypothesis of there was relationship between short term bank loan and demand for trade credit. Result show that T-statistics is above 2 so short term bank loan used is significant. P-value is below 0.05 so we go to alternative hypothesis. According to (Niskanen & Niskanen, 2006) ) in case when the economy has facing the deteriorating GDP, the contracts or the agreements of trade credit rise. As per the results of T-statistics indicate that GDP variable used is significant. P-value is below 0.05 so we reject the null hypothesis. The value of adjusted R-square has found 44 percent indicates that the 44 percent of the variation in trade credit demand has been explained by the explanatory variables. Prob. J-statistics is approximately 0.05 indicating that the explanatory variables used in model have influence on trade credit demand. 
Conclusions
As the time precedes the use and importance of the trade credit has extended in the new Era. The businesses established the best out of resources to get the best potential of the working system, trade credit serves the purpose efficiently and effectively for the businesses. The commercial loans have been achieved after much complicated scenario and the collateral held against the loan create the hassle for the buyer. Risky buyers have a better opportunity to avail the discounted loan from the same supplier who already involved in the supply of goods. The significance of the study was to test the impact of increase in the risk and its effect on the use of trade credit which can be helpful for the future practical execution of the investors in making investment decisions. The study has the financial significance for the investors while performing investment policies and allocates the resources for the future enhancement of the businesses. The study suggested a very important role for the decision makers, investors as well as for the businesses to have an insight regarding their trade credit scenario. As the firms which requires maximum time for their quality can reduce or extend their policies for the firms accordingly. Hence the trade credit serves the purpose to build a strong relationship among buyer suppliers to enhance their businesses.
